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3Abstract: 
The aim of the dissertation was to investigate the key determinants of bank 
profitability in South European Countries (Greece, Spain, and Italy) in the period of 
economic turbulence (2008-2018). For that purposes panel data from Thompson one 
database were used that covered the period 2008-2018. More specifically, the 
sample included data from 5 Greek banks, 9 Italian financial institutions and 9 
Spanish Banks. The results of the statistical analysis firstly showed the main 
determinants of banks’ profitability in south European economies in the period of 
crisis were: bank size, capital ratio, loan ratio and employee productivity. From these 
four factors the impact of bank size, capital ratio and loan ratio on bank profitability 
was stronger compared to employee productivity, and this stands for Greece, Italy 
and Spain as well. Additionally, it was found that the crisis affected more severely 
the profitability of Greek banks, whereas banks in Italy and Spain managed to retain 
their profitability in relatively controllable levels.  In the same length, the economies 
of Italy and Spain were more stable compared to Greece and for that reason the 
effect of crisis in their overall performance was weaker. 
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6Chapter 1: Introduction 
1.1 Background information and aim of the study 
The global financial crisis of 2008 influenced negatively the performance of the 
domestic economies in most European Countries. Especially, South European 
economies (Greece, Spain, Italy, and Portugal) were highly affected by the crisis, and 
this was reflected in the increase of unemployment rates, as well as in the decline of 
national GDP and GDP capita (Eurostat, 2019; OECD, 2019). The banking industry 
was also influenced by the recession, since it consists one of the major pillars of the 
national economies. 
    Considering all the above the aim of the dissertation is to investigate the key 
determinants of bank profitability in South European Countries (Greece, Spain, Italy, 
and Portugal) in the period of economic turbulence (2008-2018). 
1.2 Rational and added value of the research 
The results of the dissertation are expected to help bank professionals to obtain a 
broader understanding of the factors that influence the profitability of financial 
institutions, assisting them to develop more efficient business strategies in periods 
of crisis. Considering the critical role that the banking industry plays in the overall 
function of domestic economies, the findings gain growing importance. Additionally, 
the dissertation will contribute in the enhancement of the current academic 
literature, which is relevant with the determinants of bank profitability in the South 
European Countries in eras of crisis. 
1.3 The impact of crisis on South European Countries (Greece, Spain, Italy, and 
Portugal) 
As noted earlier, the global financial crisis that appeared in 2008 influenced the 
performance of the economies of South European Countries. First of all, Greece 
probably experienced the most negative influence. Indicatively, GDP per capita and 
7Gross National Income declined significantly. The increase in the unemployment rate 
was also notable, whereas long term unemployment in 2018 reached in 70 %, 
indicating volatility in the labor market. However, Greece managed to eliminate its 
government deficit, mainly through the increase of taxation and the implementation 
of austerity measures. On the other hand, the crisis caused an increase in exports, 
revealing an extrovert character of the Greek economy (see table 1.1). Lastly, after 
2017 the economy shows signs of recovery but more time is needed for drawing 
safer conclusions. 
Table 1.1: The impact of crisis on the Greek economy
 Unit 2011 2012 2013 2014 2015 2016 2017 2018
Production and income          
GDP per capita USD 
current 
PPPs
26 141 25 284 26 098 26 839 26 902 27 274 28 580 29 592
Gross national income (GNI) per 
capita
USD 
current 
PPPs
25 427 25 452 26 066 27 020 26 939 27 275 28 635  ..
Household disposable income Annual 
growth %
-10,6 e -9,8 e -7,8 e 1,7 e -1,4 e -1,2 e 0,9 e  ..
Economic growth          
Real GDP growth Annual 
growth %
-9,1 -7,3 -3,2 0,7 -0,4 -0,2 1,5 1,9
Government deficits and debt          
Government deficit % of GDP -10,3 e -8,9 e -13,2 e -3,6 e -5,6 e 0,5 e 0,7 e 1,1 e
General government debt % of GDP 110,9 164,1 179,7 180,8 182,9 185,8 188,7  ..
General government revenues % of GDP 43,8 46,9 49,1 46,6 47,9 49,4 48,1 47,8
General government 
expenditures
% of GDP 54,1 55,7 62,3 50,2 53,5 48,9 47,3  ..
Taxes          
Total tax revenue % of GDP 33,6 35,5 35,5 35,7 36,6 38,8 39,4  ..
Trade          
Imports of goods and services % of GDP 32,3 e 33,1 e 33,2 e 34,8 e 31,5 e 30,8 e 34,0 e 36,4 e
Exports of goods and services % of GDP 25,5 e 28,7 e 30,4 e 32,4 e 31,6 e 30,1 e 33,0 e 36,1 e
Prices and interest rates          
Inflation rate: all items Annual 
growth %
3,3 1,5 -0,9 -1,3 -1,7 -0,8 1,1 0,6
Unemployment          
Unemployment rate: total 
labour force
% 17,9 24,4 27,5 26,5 24,9 23,5 21,5 19,3
Long-term unemployment: total 
unemployed
% 49,3 59,1 67,1 73,5 73,1 72,0 72,8 70,3
Source: OECD, 2019 
8The Italian economy also was affected by the crisis; however, the impact was weaker 
compared to Greece. The negative influence of recession was reflected in slightly 
increase in unemployment rate and in fluctuation of GDP growth. General 
government debt was increased systematically, reaching in 152,4 % of national GDP 
in 2017 (no data is available for 2018). Nevertheless, tax revenues and imports 
remained relatively stable, while exports increased (see table 1.2). 
Table 1.2: The impact of crisis on the Italian economy
 Unit 2011 2012 2013 2014 2015 2016 2017 2018
Production and income          
GDP per capita USD 
current 
PPPs
35 935 35 757 35 885 36 071 36 836 39 045 40 981 41 626
Gross national income (GNI) per 
capita
USD 
current 
PPPs
35 841 35 707 35 824 36 072 36 637 39 136 41 154  ..
Household disposable income Annual 
growth %
-0,6 -4,9 -0,7 0,4 1,1 0,8 0,5  ..
Economic growth          
Real GDP growth Annual 
growth %
0,6 -2,8 -1,7 0,1 0,9 1,1 1,7 0,9
Government deficits and debt          
Government deficit % of GDP -3,7 -2,9 -2,9 -3,0 -2,6 -2,5 -2,4 -2,1
General government debt % of GDP 117,9 136,2 143,7 156,1 157,0 154,9 152,4  ..
General government revenues % of GDP 45,7 47,9 48,1 47,9 47,7 46,5 46,5 46,4
General government 
expenditures
% of GDP 49,4 50,8 51,1 50,9 50,3 49,1 48,7  ..
Taxes          
Total tax revenue % of GDP 41,9 43,9 44,1 43,5 43,1 42,6 42,4  ..
Trade          
Imports of goods and services % of GDP 28,6 27,6 26,6 26,5 27,0 26,4 28,3 29,3
Exports of goods and services % of GDP 27,0 28,6 28,9 29,3 29,9 29,6 31,2 31,8
Prices and interest rates          
Inflation rate: all items Annual 
growth %
2,8 3,0 1,2 0,2 0,0 -0,1 1,2 1,1
Unemployment          
Unemployment rate: total labour 
force
% 8,4 10,7 12,1 12,7 11,9 11,7 11,2 10,6
Long-term unemployment: total 
unemployed
% 52,0 53,2 56,9 61,4 58,9 58,3 58,8 59,0
Source: OECD, 2019 
9In Portugal, the crisis caused instability in GDP growth and in household disposable 
income. Government deficit was reduced, whereas public debt increased. However, 
Portugal managed to decrease its unemployment rate, indicating the dynamics of 
the national economy. This is also reflected in the increase of exports. Lastly, tax 
revenues illustrated slightly anode (see table 1.3) 
Table 1.3: The impact of crisis on the Portuguese economy
 Unit 2011 2012 2013 2014 2015 2016 2017 2018
Production and income          
GDP per capita USD 
current 
PPPs
26 780 26 454 27 899 28 747 29 685 31 042 32 554 33 035 e
Gross national income (GNI) per 
capita
USD 
current 
PPPs
26 264 25 813 27 523 28 254 28 869 30 325 31 843 32 192 e
Household disposable income Annual 
growth %
-5,6 -4,8 -0,7 -1,2 1,7 2,4 2,6 e 2,4 e
Economic growth          
Real GDP growth Annual 
growth %
-1,8 -4,0 -1,1 0,9 1,8 1,9 2,8 2,1 e
Government deficits and debt          
Government deficit % of GDP -7,4 -5,7 -4,8 -7,2 -4,4 -2,0 -3,0 e -0,5 e
General government debt % of GDP 107,8 137,1 141,4 151,4 149,2 145,3 145,3 140,6
General government revenues % of GDP 42,6 42,9 45,1 44,6 43,8 42,8 42,7 43,5
General government 
expenditures
% of GDP 50,0 48,5 49,9 51,8 48,2 44,8 45,7  ..
Taxes          
Total tax revenue % of GDP 32,3 31,8 34,1 34,3 34,4 34,3 34,7  ..
Trade          
Imports of goods and services % of GDP 38,6 38,2 38,5 39,9 39,8 38,9 41,9 e 43,4 e
Exports of goods and services % of GDP 34,3 37,7 39,5 40,1 40,4 40,0 42,7 e 43,6 e
Prices and interest rates          
Inflation rate: all items Annual 
growth %
3,7 2,8 0,3 -0,3 0,5 0,6 1,4 1,0
Unemployment          
Unemployment rate: total 
labour force
% 12,7 15,5 16,2 13,9 12,4 11,1 8,9 7,0
Long-term unemployment: total 
unemployed
% 48,4 48,8 56,4 59,6 57,4 60,7 55,1 48,4
Source: OECD, 2019 
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Finally, Spain also experienced extreme pressures in its domestic labor market, since 
till 2014 unemployment rate reached in 26,1 %; in the same year, long term 
unemployment was 50 %. After 2013, GDP per capita grew gradually and in 2018 
GDP reached close to 40.000 euros. Similarly with all the other south European 
countries, Spain managed to reduce its government deficit. Government debt was 
increased, but remained in relatively controllable levels. Finally, imports and exports 
increased as well (see table 1.4). 
Table 1.4: The impact of crisis on the Spanish economy
 Unit 2011 2012 2013 2014 2015 2016 2017 2018
Production and income          
GDP per capita USD 
current 
PPPs
32 073 31 993 32 623 33 728 35 054 36 743 39 087 39 908
Gross national income (GNI) 
per capita
USD 
current 
PPPs
31 517 31 767 32 453 33 617 34 959 36 775 39 044  ..
Household disposable income Annual 
growth %
-1,2 -5,5 -1,7 0,7 2,6 1,9 0,2  ..
Economic growth          
Real GDP growth Annual 
growth %
-1,0 -2,9 -1,7 1,4 3,6 3,2 3,0 2,6
Government deficits and debt          
Government deficit % of GDP -9,6 -10,5 -7,0 -6,0 -5,3 -4,5 e -3,1 e -2,5 e
General government debt % of GDP 77,7 92,5 105,7 118,4 116,3 116,5 114,6 113,5
General government revenues % of GDP 36,2 37,6 38,6 38,9 38,5 37,7 37,9 38,9
General government 
expenditures
% of GDP 45,8 48,1 45,6 44,8 43,7 42,2 41,0  ..
Taxes          
Total tax revenue % of GDP 31,2 32,1 32,9 33,6 33,6 33,2 33,7  ..
Trade          
Imports of goods and services % of GDP 29,2 29,2 29,0 30,3 30,6 30,0 e 31,4 e 32,3 e
Exports of goods and services % of GDP 28,9 30,7 32,2 32,7 32,9 33,1 e 34,3 e 34,3 e
Prices and interest rates          
Inflation rate: all items Annual 
growth %
3,2 2,4 1,4 -0,2 -0,5 -0,2 2,0 1,7
Unemployment          
Unemployment rate: total 
labour force
% 21,4 24,8 26,1 24,4 22,1 19,6 17,2 15,3
Long-term unemployment: 
total unemployed
% 41,6 44,4 49,7 52,8 51,6 48,4 44,5 41,7
Source: OECD, 2019 
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Chapter 2: Literature Review 
2.1 Introduction 
This chapter presents the literature review of the dissertation. More specifically, the 
chapter includes five chapters that outline: a short history of the global financial 
crisis that appeared in 2008, a short description of the nature of banking services, 
key facts of the European banking system and a thorough analysis of previous 
academic studies regarding the determinants that shape bank’s profitability. In the 
end of the chapter, there is a table that summarizes the main findings of the 
literature review classified by author. 
2.2 Short history of the recent financial crisis of 2008 
The global financial crisis that erupted in 2008 influenced the performance of the 
international economy. The financial sector was probably the sector that 
experienced the most significant influences, and this is reflected in the brief 
presentation of the history of the crisis that is illustrated in table 2.1. 
Table 2.1: Brief History of the international financial crisis of 2008
2008
20 of March Bear Stearns Companies Inc., despite trying to be rescued by the Federal 
Reserve Bank of New York. eventually collapses and is sold at a very low 
price to J.P. Morgan Chase. Intense rumors of the upcoming Lehman 
Brothers crash
14-15 of 
September 
Rumors are confirmed: Lehman Brothers collapses. Merrill Lynch acquires 
Bank of America. Crisis in the mortgage market in US. The confidence of 
the international banking system is questioned. Liquidity crisis. Shocks in 
the global economy.
10 of 
October 
The Nikkei index declines significantly. G7 leaders are trying to address the 
problem
19 of 
October
European governments announce plans to rescue banks. UBS and ING are 
rescued.
9 of The Chinese government implements a two-year rescue plan 
12
November 
14 of 
November
Recession in the Eurozone.  
19 of 
November
Dow Jones index drops significantly (five years low) 
December Central banks in Great Britain, Sweden, Denmark, USA and Japan are 
lowering interest rates. 
2009
January  Government in US provides liquidity to its banks 
European Central Bank reduces interest rates 
The economy of Island collapses (solvency crisis)
2 of April  Meeting of the leaders of G-20 in London. Measures for addressing the 
crisis in an international basis: supervision of the global financial system 
and simpler regulatory framework. 
June Decline in world oil consumption. Crisis in the automotive industry.
July Unemployment rates in UK and USA increase.  
21 of 
September 
OECD publishes a report that underlines the problem of excessive fiscal 
deficits and the risk of over-indebtedness in most of the European 
economies. Budgetary discipline is required for returning in financial 
stability. 
Source: Bank of Greece, 2009
2.3 The nature of banking services
As it is stated by Thomadakis and Xanthakis (2011), four are the main functions of 
the banking services, namely: 1) borrowing and investing money (credit functions), 
2) payments and money transfers to facilitate the purchase of goods and services 
(payment operations), 3) managing and protecting the money and assets of bank’s 
clients, and 4) providing consultancy services with a view to raise new funds and 
making efficient use of existed resources (through brokerage services, investment 
banking, etc.)
13
In this context, Oliveira & von Hippel (2011) provide two analytical tables with the 
banking services that were launched from 1975 to 2008 in retail and corporate 
banking respectively. In particular, in retail banking, the authors distinguish 25 
distinct services that are classified in information services and planning solutions, 
transaction services and security and new channels for distributing banking services 
(e-banking, mobile banking, etc.) 
Figure 2.1: Major retail banking services launched by banks in the period 1975-2008, 
Source: Oliveira & von Hippel (2011)
On the other hand, for Oliveira & von Hippel (2011) corporate banking involves 
mainly 22 services that are classified in the same categories with retail baking 
services. In short, the two tables of Oliveira & von Hippel (2011) highlight the critical 
role that the banking sector is playing in the overall function of a national economy. 
14
Before closing this section, its worth to be mentioned that banking operations and 
services are influenced by several factors, such as: the availability of several banking 
options; the globalization of financial services; the reduced state interventionism; 
the intense and increased competition among banks and the degree of adoption of 
IT technologies that transformed significantly the way of operation of financial 
institutions (Thomadakis & Xanthakis, 2011). 
Figure 2.2: Major corporate banking services launched by banks in the period 1975-
2008, Source: Oliveira & von Hippel (2011)
2.4 Key facts of the European banking system (emphasis in south European 
countries) 
In general terms, the crisis of 2008 caused the rationalization of the European 
banking system. The main consequence of this rationalization was the decrease of 
the number of credit institutions and foreign branches in most European countries 
(see figure 2.3). Indicatively, ECB (2017) reports that the number of branches 
declined by -25 % in the period 2008-2016 reaching from 6,768 to 5,073. All the 
south European countries experienced a decrease in their banking sector. However, 
15
the decline in Greece was more intense causing severe instability in the domestic 
financial sector. 
    Total assets of domestic banking groups in the Euro area also declined from 2008 
to 2016, revealing the effects of the rationalization process. Apart from Spain, in 
Greece, Portugal and Italy total assets were reduced, with Greece and Portugal 
exhibiting the biggest declines in the Euro area. In total, in 2016, total assets were 
increased compared to 2015, indicating that the banking system in the Euro area 
starts to recover (see figure 2.4). 
Figure 2.3: Number of credit institutions and foreign branches in 2008 and 2016 in 
the Euro area, Source: European Central Bank, 2017
Figure 2.4: Total assets of domestic banking groups and foreign-controlled 
subsidiaries and branches in relation to GDP in euro area countries in 2008, 2015 and 
2016, Source: European Central Bank, 2017
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   However, the rationalization process resulted in a decrease of the number of 
employees that are working in the banking sector. This is mirrored in figure 2.5, 
which shows the population per banking employee in the euro area for 2008, 2015 
and 2016. As shown below, in Greece, Italy, Spain and Portugal population per 
banking employee increased significantly in the period 2008-2016. The increase was 
biggest in Greece and Spain. 
Figure 2.5: Population per banking employee in euro area countries in 2008, 2015 
and 2016, Source: European Central Bank, 2017
     Finally, ECB (2017) reports that the crisis caused the concentration of the banking 
industry. This is reflected in the Herfindahl index that shows the Share of the five 
largest credit institutions in total assets (see figure 2.5). For example, in Greece, in 
2016 the five largest credit institutions held more that the 90 % of the market, 
whereas the corresponding figure for Portugal was 70 %, for Spain was 60 % and for 
Italy was 42 %.  
2.5 Key determinants of bank profitability (analysis of previous studies) 
Several authors have investigated the key determinants of bank profitability. Studies 
differ in terms of region and time period covered by the data. For example, 
Staikouras, & Wood (2004) examined the determinants of bank profitability in 
European countries. Their study covered the period 1994-1998 and included in total 
data from 685 European banks. The countries that were included in the research 
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were: Belgium, Denmark, Greece, France, UK, Ireland, Sweden, Italy, Germany, 
Portugal, Spain, Finland and Netherlands. The results indicated that banks’ 
profitability is mainly affected by changes in the macroeconomic environment and 
not only by management decisions. In other words, Staikouras and Woods (2004) 
highlight how phenomena such as the economic crisis can affect the performance of 
banking institutions. 
    In the same length, Obamuyi (2013) examined the determinants of banks’ 
profitability in an emerging economy and more specifically in Nigeria. The author 
used panel data that covered the period 2006-2012 coming from 20 banks. In 
particular, Obamuyi (2013) designed an econometric model where the dependent 
variable was the profitability of the banks and the independent variables were: 
capital adequacy, banks size, interest rate, and real GDP growth (dummy variable). 
The regression analysis revealed that banks’ profitability is mainly determined by 
capital, interest income, and real GDP growth, underlining again the importance of 
the macro-economic environment in the performance of financial institutions. 
     Additionally, Garcia & Guerreiro (2016) examined the determinants (micro-
economic and macro-economic) of bank profitability in Portugal. Their analysis 
covered the period 2002-2011 and their secondary data came from 27 banking 
institutions that were operating in the Portuguese market. Three were the 
dependent variables in the econometric models of Garcia & Guerreiro (2016): Net 
profits over average total assets, Net profits over average total equity, and Net 
interest margin over total assets. On the other hand, the authors used independent 
variables such as: Equity over total assets, Cost-income ratio, Loan loss provisions 
over total loans, Yearly growth of deposits, Effective tax rate, Real GDP growth, 
Yearly growth of household disposable income, and Term structure of interest rates. 
Garcia and Guerreiro (2016) found that all the aforementioned variables influenced 
the profitability of financial institutions. 
    Likewise, Dietrich & Wanzenried (2011) examined the determinants of bank 
profitability in Switzerland before and during the recent financial crisis of 2008. The 
authors gathered data that covered the period 1999-2009, coming from 372 
commercial banks. 1999-2006 was the pre-crisis period, whereas 2007-2009 was the 
18
crisis period. In the econometric model of Dietrich & Wanzenried (2011) the 
dependent variables were: Net profits over average total assets and Net profits over 
average total equity, whereas the independent variables included internal and 
external factors of the banking industry, such as: Equity over total assets, Cost-
income ratio, Loan loss provisions over total loans, banks size, nationality of the 
bank,  funding cost, bank age, Real GDP growth, Herfindahl index, etc. The results 
indicated that factors such as interest income, loan volume growth, and funding 
costs are the most important influencers of banks’ profitability. 
    Alexiou and Sofoklis (2009) examined the determinants of bank profitability in the 
Greek market. The authors used panel data that covered the period 2000-2007 that 
came from the six major Greek banks. Additionally, macroeconomic variables were 
used for the same time period. In more details, in the econometric model of Alexiou 
and Sofoklis (2009) the dependent variables were: Return on Assets (Net Profit 
Before Taxes / Total Assets) and Return on Equity (Net Profit Before Taxes / Equity). 
On the other hand, the independent variables were macroeconomic indicators such 
as: Inflation, interest rates, GDP growth, Private consumption, etc. and 
microeconomic aspects such as: credit risk (Loan Loss Provisions / Total Loans), 
Bank’s size (Log of total assets), Liquidity (Loans/deposits), Productivity (Assets / 
Total Number of Employees), and Efficiency (Cost/Income). The results indicated that 
overall all the aforementioned variables influence the profitability of financial 
institutions. However, when the macroeconomic indicators were included in the 
analysis, results were more ambiguous. 
    Similarly, Athanasoglou, Brissimis & Delis (2008) examined the key determinants 
of bank profitability, also in Greece. Their data covered the period 1985-2000. The 
authors classified the determinants of profitability in three categories: Bank specific 
factors (capital, credit risk, productivity growth, operating expenses, management 
efficiency, and size), Industry specific aspects (ownership, concentration) and 
Macroeconomic determinants (inflation expectations and cyclical output).  
Athanasoglou et al (2008) found that all banks specific indicators -except size- affect 
the profitability of banks. Moreover, another crucial indicator of profitability is the 
business cycle. 
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    Căpraru & Ihnatov (2014) examined the determinants of bank’s profitability in five 
Central and Eastern European Countries. In particular, the authors used data that 
came from 143 retail banks in Romania, Hungary, Poland, Czech Republic and 
Bulgaria. Their panel data covered the period from 2004 to 2011. Regarding the 
research methodology used by Căpraru & Ihnatov (2014), the dependent variables in 
their model were: Return on Assets, Return on Equity and Net interest margin. 
Similarly, with the study of Athanasoglou et al (2008), independent variables were 
classified in Bank specific determinants, Banking system factors and Macroeconomic 
factors. The first category included aspects such as: size of the bank, capital 
adequacy, credit risk, efficiency of bank’s management, liquidity risk, and business 
mix indicator. Banking system factors included only the usage of Herfindhal-
Hirschman Index that shows the level of market concentration. Lastly, two were the 
macroeconomic variables in Căpraru’s & Ihnatov ‘s (2014) econometric model: 
inflation and GDP per capita growth, both measured in annual %. The analysis 
revealed that the most important determinants of banks’ profitability are: 
management efficiency and capital adequacy, followed by credit risk and inflation. 
   What is more, Petria et al (2015) investigated the main determinants of financial 
institutions profitability in the 27 EU countries. Similarly, with Căpraru & Ihnatov 
(2014), their study focused in the period 2004-2011. Furthermore, their econometric 
model was consisted of the same variables that were used by Căpraru & Ihnatov 
(2014) (see previous paragraph). Petria et al (2015) found that in the 27 European 
banking systems the most significant factors of profitability are: credit risk, liquidity 
risk, management efficiency, degree of market concentration, and GDP growth. 
    Finally, Menicucci & Paolucci (2016) explored the main determinants of the 
profitability of the European banking sector. For addressing their research 
objectives, the authors used panel data that covered the period 2009-2013, where 
the economic crisis took place. 175 observation coming from 35 leading European 
banks were used. Three were the dependent variables in the model of Menicucci & 
Paolucci (2016) that mirrored the profitability of the banking institutions: Return on 
Equity, Return on Assets and Net interest Margin. In contrast, the independent 
variables of the model were: banks size, capital ratio, Loan ratio, Deposits, and loan 
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loss provisions. Menicucci, E., & Paolucci (2016) found that all the used variables 
affect banks’ profitability. However, size and capital ratio have the most positive 
effect, whereas loan loss provision has a negative impact.  
    Table 2.3 summarizes the key findings of the literature analysis presented in this 
paragraph, classified by author: 
Table 2.3: A Summary of findings
Author Region & 
Period
Variables Key findings
Staikouras, & 
Wood (2004)
European 
countries/
1994-1998
Dependent:-
Independent:-
Banks’ profitability is mainly affected by 
changes in the macroeconomic 
environment and not only by 
management decisions
Obamuyi 
(2013)
Nigeria/ 
2006-2012
Dependent: Bank’s profitability 
Independent: capital adequacy, 
banks size, interest rate, and real 
GDP growth
Profitability is mainly determined by 
capital adequacy, interest income, and 
real GDP growth
Garcia & 
Guerreiro 
(2016)
Portugal/ 
2002-2011
Dependent: a) Net profits over 
average total assets, b) Net profits 
over average total equity, c) Net 
interest margin over total assets
Independent: Equity over total 
assets, Cost-income ratio, Loan loss 
provisions over total loans, Yearly 
growth of deposits, Effective tax 
rate, Real GDP growth
All the variables used, influence the 
profitability of financial institutions
Dietrich & 
Wanzenried 
(2011)
Switzerland/ 
1999-2009
Dependent: a) Net profits over 
average total assets, b) Net profits 
over average total equity
Independent: Equity over total 
assets, Cost-income ratio, Loan loss 
provisions over total loans, banks 
size, nationality of the bank, funding 
cost, bank age, Real GDP growth, 
Herfindahl index. 
Interest income, loan volume growth, 
and funding costs are the most 
important influencers of banks’ 
profitability. 
Alexiou and 
Sofoklis (2009)
Greece/ 
2000-2007
Dependent: a) Return on Assets, b) 
Return on Equity  
Independent: Inflation, interest 
rates, GDP growth, Private 
All the aforementioned variables 
influence the profitability of the 
financial institutions. 
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consumption, credit risk, Bank’s 
size, Liquidity, Productivity, 
Efficiency. 
When the macroeconomic indicators 
were included in the analysis, results 
were more ambiguous
Athanasoglou, 
Brissimis & 
Delis (2008)
Greece/ 
1985-2000
Dependent: a) Return on Assets, b) 
Return on Equity  
Independent: Capital, credit risk, 
productivity growth, operating 
expenses, management efficiency, 
size, ownership, concentration, 
inflation expectations and cyclical 
output
All banks specific indicators -except 
size- affect the profitability of banks 
Another crucial indicator of profitability 
is the business cycle
Căpraru & 
Ihnatov (2014)
Central and 
Eastern 
European 
Countries/ 
2004-2011
Dependent: a) Return on Assets, b) 
Return on Equity, c) Net interest 
margin  
Independent: Size of the bank, 
capital adequacy, credit risk, 
efficiency of bank’s management, 
liquidity risk, business mix indicator, 
Herfindhal-Hirschman Index, GDP, 
inflation 
The most important determinants of 
banks’ profitability are: management 
efficiency and capital adequacy, 
followed by credit risk and inflation.
Petria et al 
(2015)
27 EU 
countries/ 
2004-2011
Dependent: a) Return on Assets, b) 
Return on Equity, c) Net interest 
margin  
Independent: Size of the bank, 
capital adequacy, credit risk, 
efficiency of bank’s management, 
liquidity risk, business mix indicator, 
Herfindhal-Hirschman Index, GDP, 
inflation
The most significant factors of 
profitability are: credit risk, liquidity 
risk, management efficiency, degree of 
market concentration, and GDP growth. 
Menicucci & 
Paolucci (2016)
European 
countries/
2009-2013
Dependent: a) Return on Assets, b) 
Return on Equity, c) Net interest 
margin  
Independent: banks size, capital 
ratio, Loan ratio, Deposits, and loan 
loss provisions
All the used variables affect banks’ 
profitability. 
Size and capital ratio have the most 
positive effect, whereas loan loss 
provision has a negative impact.  
    In conclusion, the literature analysis showed that the profitability of banks is a 
complex issue that is determined by factors that are coming from the internal 
environment of banks, as well as from macroeconomic features and industry 
characteristics. Taking under consideration the findings and the research methods 
used by previous researchers, the dissertation will focus in the examination of the 
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key determinants of bank profitability in the countries of South Europe and more 
specifically in Greece, Spain, Portugal and Italy (see next chapters). 
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Chapter 3: Research methodology 
3.1 Introduction
This chapter presents the research methodology of the dissertation. The chapter 
includes seven paragraphs that outline the: research philosophy, the method of data 
collection, the types of data used in the analysis, the methods used for analyzing the 
gathered data and the limitations of the study. 
3.2 Research philosophy 
Malhotra and Bricks (2003; 2006) provide an analytical table with the two main 
research philosophies that are mentioned in business research literature: positivism 
and interpretivism (see table 3.1). The main difference among these two paradigms 
is that positivism focuses in the measurement of the examined scientific problems, 
whereas interpretivism gives emphasis in understanding the nature of the discussed 
phenomena (Malhotra & Bricks, 2006; Saunders et al., 2009). Considering the 
features of each paradigm, in the current project the positivism paradigm was used. 
The main reason behind this choice was that the researcher attempted to measure 
the determinants of bank profitability in the countries of South Europe. Moreover, 
positivism leads to the statistical analysis of the gathered data.  
3.3 Method of data collection – usage of secondary data 
The analysis was based exclusively in the usage of secondary data. Wrenn et al 
(2007) note that secondary data are ready to use data that were collected for other 
purposes. The main characteristics of secondary data are illustrated in appendixes. 
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Table 3.1: The characteristics of Positivism and Intrepretivism 
Issue Positivist paradigm Interpretivist Paradigm 
Perception of 
Reality 
The investigator considers the 
reality as objective and singular. 
The investigator perceives the 
reality as subjective and 
multiple. 
Aim and 
objective of 
the research 
The aim of the investigator is to 
classify features, count them, and 
construct statistical models which 
explain the discussed phenomena 
This approach is concerned with 
hypothesis testing and clear 
objectives
The aim is to measure the 
examined scientific problems
The aim is a complete, detailed 
description.
Be concerned with generating 
theories
The aim is to understand the 
examined research problem  
Research  
methods used 
Surveys with questionnaires 
Structured observations
Experimental design 
Laboratory 
Data Bases – Secondary data 
Literature analysis 
Field/ethnography 
Case studies 
Personal Interviews 
Focus groups
Multivariate methods
Results The results which are produced 
have high reliability but low 
Validity
The results which are produced 
have high validity but low 
Reliability 
Type of  
Analysis 
Analysis with statistical 
techniques (descriptive statistics, 
correlation analysis parametric 
tests, etc).  
Narrative report with contextual 
description & direct quotations 
from research participants 
Researcher 
Researcher tends to remain 
objectively separated from the 
subject matter.
Investigator knows clearly in 
advance what he/she is looking 
for.
Investigator tends to become 
subjectively immersed in the 
subject matter.
Researcher may only know 
roughly in advance what he/she 
is looking for.
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Miles & Huberman (1994, p. 40). Qualitative Data Analysis, available at 
http://wilderdom.com/research/QualitativeVersusQuantitativeResearch.html; 
Malhotra and Bricks, 2006, p.139; Johnson and Christensen (2008)
3.4 Type of data used in the analysis 
Secondary data that were used in the current project were gathered from Thompson 
one database. The access to this database was provided by the International Hellenic 
University (IHU). The panel data covered the period of crisis, namely 2008-2018 and 
came from the banking industries of the South European countries, which were 
under investigation: Greece, Spain, and Italy. More specifically, the sample include 
data from 5 Greek banks (Alpha Bank, Attica, Eurobank, National Bank of Greece and 
Bank of Piraeus), 9 Italian financial institutions (Banca Mds Siena, Banca 
Mediolanum, Banca Piccolo, Banco BPM, BPER Banca, Intesa San Paolo, Mediobanca, 
UBI Banca, and UniCredit), and 9 Spanish Banks (Banca March, Banco de Sabadell, 
Banco Santander, Bankia, Bankinter, BBVA, Caixabank, Liberbank, and Unicaja). Data 
from Portuguese banks were not available, so the country was excluded from the 
analysis. 
3.5 Econometric model 
The econometric model that was used in the current project was based in previous 
similar studies and more particularly these of Menicucci & Paolucci (2016), Alexiou 
and Sofoklis (2009) and Athanasoglou et al (2008). Two were the independent 
variables that were used for measuring bank profitability: Return of Equity and 
Return on Assets. On the other hand, the independent variables that were used in 
the analysis were: bank size, capital ratio, loan ratio and productivity (see table 3.3). 
Table 3.3: Variables used in the analysis
Variable  Method of calculation 
Dependent 
Return on equity Net income/Average total equity
Return on assets Net income/Average total assets
Independent 
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Bank size Natural log of Total assets 
Capital ratio Equity/Total assets
Loan ratio Net loans/Total assets
Productivity Total assets/Number of employees 
The linear model had the following form: 
Y = β0+β1X1+β2X2+β3X3+β4X4
Where Y was Return on Equity and Return on Assets respectively  
X1 was Bank size 
X2 was Capital ratio
X3 was Loan ratio
X4 was Productivity 
3.6 Method of analysis
Linear regression analysis was used, which is an appropriate method for examining 
associations among variables, as well as investigating which independent variables 
influence the performance of the dependent variables (Malhotra & Bricks, 2006; 
Saunders et al., 2009). Additionally, descriptive statistics were used for examining 
the initial distribution of the data. The analysis was conducted with SPSS 25. 
3.7 Research limitations
The main limitations of the dissertation include the following issues: 1) the analysis 
was based exclusively in secondary data that lack in terms of appropriateness 
(Robson, 2007), 2) the positivism perspective is not allowing the deep investigation 
of the discussed problems (Malhotra & Bricks, 2006), 3) In some cases, the 
availability of data in Thompson database was limited, influencing the quality of the 
analysis, and 4) in some cases, (pooled) OLS analysis faces problems of heterogeneity 
(Malhotra & Bricks, 2006). 
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Chapter 4: Analysis of findings 
4.1 Introduction 
This chapter presents the analysis of findings. The analysis is presented by country: 
the first part is based on Greece, the second in Italy and the third in Spain. In the end 
of the chapter there is a table that summarizes the key findings of the analysis. 
 
4.2 Greece 
First of all, table 4.1 shows descriptive statistics for all the variables that were used in 
the case of Greece. 
Table 4.1: Descriptive statistics (Greece)
 
N Minimum Maximum Mean Std. Deviation
Return on Assets 55 -9,10 6,05 -,5632 3,20921
Return on Equity 55 -797,53 82,76 -63,9523 175,09662
Bank Size 55 8,12 11,21 9,6961 1,40709
Capital Ratio 55 ,01 ,18 ,1032 ,04977
Loan Ratio 55 ,48 ,83 ,7356 ,08466
Bank's Productivity 55 3,73 5,39 4,4330 ,43338
As shown above, the means of ROA and ROE were negative, indicating the impact of 
crisis on the profitability of banks in Greece during the crisis. 
   Table 4.2 shows the regression model where the dependent variable was ROA. The 
mode was overall statistically significant with R=0,619, R square = 0,383,  
p=0,000<0,05. Therefore, bank size, capital ratio, loan ratio and bank’s productivity 
can be used for predicting the profitability of financial institutions. The most 
significant predictors were bank size, capital ratio and loan ratio.
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Table 4.2: 1st regression model (Greece)
Model Summary
Model R R Square
Adjusted R 
Square
Std. Error of 
the Estimate
1 ,619a ,383 ,343 2,60188
a. Predictors: (Constant), Bank's Productivity , Bank Size , Loan 
Ratio , Capital Ratio
ANOVAa
Model
Sum of 
Squares df Mean Square F Sig.
Regression 256,480 4 64,120 9,471 ,000b
Residual 412,958 50 6,770
1
Total 669,438 54
a. Dependent Variable: Return on Assets
b. Predictors: (Constant), Bank's Productivity , Bank Size , Loan Ratio , Capital Ratio
Coefficientsa
Unstandardized Coefficients
Standardized 
Coefficients
Model B Std. Error Beta t Sig.
(Constant) -1,127 7,240 -,156 ,877
Bank Size ,889 ,354 ,390 2,510 ,015
Capital Ratio -20,721 9,712 -,321 -2,134 ,037
Loan Ratio -12,375 5,239 -,326 -2,362 ,021
1
Bank's Productivity ,719 1,453 ,097 ,495 ,622
a. Dependent Variable: Return on Assets
    The model where the dependent variable was ROE was also statistically significant 
with R=0,603, R square = 0,364, p=0,000<0,05. Capital ratio and loan ratio were also 
the most important determinants of bank’s profitability in the Greek market (see 
table 4.3). 
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Table 4.3: 2nd regression model (Greece)
Model Summary
Model R R Square
Adjusted R 
Square
Std. Error of 
the Estimate
1 ,603a ,364 ,322 144,15247
a. Predictors: (Constant), Bank's Productivity , Bank Size , Loan 
Ratio , Capital Ratio
ANOVAa
Model
Sum of 
Squares df Mean Square F Sig.
Regression 725247,694 4 181311,923 8,725 ,000b
Residual 1267575,923 50 20779,933
1
Total 1992823,617 54
a. Dependent Variable: Return on Equity
b. Predictors: (Constant), Bank's Productivity , Bank Size , Loan Ratio , Capital Ratio
Coefficientsa
Unstandardized Coefficients
Standardized 
Coefficients
Model B Std. Error Beta t Sig.
(Constant) -1232,538 401,112 -3,073 ,003
Bank Size -,142 19,619 -,001 -,007 ,994
Capital Ratio 2180,548 538,083 ,620 4,052 ,000
Loan Ratio 786,529 290,254 ,380 2,710 ,009
1
Bank's Productivity 82,644 80,496 ,205 1,027 ,309
a. Dependent Variable: Return on Equity
4.3 Italy 
In the same length, table 4.4 shows descriptive statistics for Italian banking 
institutions. As shown below, the crisis had a milder effect in Italian banks, compared 
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to Greece, since ROA and ROE overall were not negative. Employee productivity and 
bank size are also significant higher compared to Greece. 
Table 4.4: Descriptive statistics (Italy)
N Minimum Maximum Mean Std. Deviation
Return on Assets 89 -2,86 31,05 ,7108 4,68271
Return on Equity 89 -90,61 1150,09 22,5362 157,02498
Bank Size 89 10,028 13,860 11,74185 1,210271
Capital Ratio 89 ,022 ,133 ,06841 ,021841
Loan Ratio 78 ,455 ,822 ,63697 ,097115
Bank's Productivity 89 4,443 23,797 9,52527 5,244698
Table 4.5 shows the results of the first regression model, where the dependent 
variable was ROA: 
Table 4.5: 1st regression model (Italy)
Model Summary
Model R R Square
Adjusted R 
Square
Std. Error of 
the Estimate
1 ,617a ,381 ,347 ,71816
a. Predictors: (Constant), Bank's Productivity , Bank Size , Capital 
Ratio , Loan Ratio
ANOVAa
Model
Sum of 
Squares df Mean Square F Sig.
Regression 23,201 4 5,800 11,246 ,000b
Residual 37,650 73 ,516
1
Total 60,851 77
a. Dependent Variable: Return on Assets
b. Predictors: (Constant), Bank's Productivity , Bank Size , Capital Ratio , Loan Ratio
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Coefficientsa
Unstandardized Coefficients
Standardized 
Coefficients
Model B Std. Error Beta t Sig.
(Constant) -11,042 3,085 -3,579 ,001
Bank Size ,396 ,136 ,530 2,913 ,005
Capital Ratio 31,950 5,571 ,724 5,735 ,000
Loan Ratio 5,519 1,944 ,603 2,839 ,006
1
Bank's Productivity ,049 ,031 ,276 1,614 ,111
a. Dependent Variable: Return on Assets
     Therefore, the model was overall significant with R=0,617, R square = 0,381 
(p=0,000<0,05). It seems that banks size, capital ratio, loan ratio and bank’s 
productivity determine profitability of banking institutions in Italy. However, bank’s 
size, loan ratio and capital ratio were the most significant predictors of profitability, 
whereas bank’s productivity was not. Nevertheless, if bank’s productivity is removed 
from the model R indexes are not higher (see table 4.6): 
Table 4.6: 2nd regression model (Italy)
Model Summary
Model R R Square
Adjusted R 
Square
Std. Error of 
the Estimate
1 ,599a ,359 ,333 ,72591
a. Predictors: (Constant), Loan Ratio , Capital Ratio , Bank Size
ANOVAa
Model
Sum of 
Squares df Mean Square F Sig.
Regression 21,857 3 7,286 13,827 ,000b1
Residual 38,993 74 ,527
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Total 60,851 77
a. Dependent Variable: Return on Assets
b. Predictors: (Constant), Loan Ratio , Capital Ratio , Bank Size
Coefficientsa
Unstandardized Coefficients
Standardized 
Coefficients
Model B Std. Error Beta t Sig.
(Constant) -7,668 2,294 -3,343 ,001
Bank Size ,258 ,107 ,346 2,414 ,018
Capital Ratio 33,703 5,523 ,764 6,102 ,000
1
Loan Ratio 3,261 1,365 ,356 2,389 ,019
a. Dependent Variable: Return on Assets
    Likewise, table 4.7 shows the results of the regression analysis where the 
dependent variable was ROE: 
Table 4.7: 3rd regression model (Italy)
Model Summary
Model R R Square
Adjusted R 
Square
Std. Error of 
the Estimate
1 ,569a ,323 ,286 13,65954
a. Predictors: (Constant), Bank's Productivity , Bank Size , Capital 
Ratio , Loan Ratio
ANOVAa
Model
Sum of 
Squares df Mean Square F Sig.
Regression 6511,982 4 1627,996 8,725 ,000b
Residual 13620,570 73 186,583
1
Total 20132,553 77
a. Dependent Variable: Return on Equity
b. Predictors: (Constant), Bank's Productivity , Bank Size , Capital Ratio , Loan Ratio
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Coefficientsa
Unstandardized Coefficients
Standardized 
Coefficients
Model B Std. Error Beta t Sig.
(Constant) -189,717 58,684 -3,233 ,002
Bank Size 6,778 2,584 ,500 2,623 ,011
Capital Ratio 577,180 105,968 ,719 5,447 ,000
Loan Ratio 93,854 36,980 ,564 2,538 ,013
1
Bank's Productivity ,491 ,583 ,151 ,842 ,403
a. Dependent Variable: Return on Equity
   Also, in this case the model was overall significant with R=0,617, R square = 0,381 
(p=0,000<0,05). Bank size, capital ratio and loan ratio were the most significant 
determinants of bank’s profitability, whereas bank’s productivity was not. The 
robustness of the model is not changing if bank’s productivity is removed from the 
analysis (see table 4.8): 
Table 4.8: 4th regression model (Italy)
Model Summary
Model R R Square
Adjusted R 
Square
Std. Error of 
the Estimate
1 ,563a ,317 ,289 13,63263
a. Predictors: (Constant), Loan Ratio , Capital Ratio , Bank Size
ANOVAa
Model
Sum of 
Squares df Mean Square F Sig.
Regression 6379,758 3 2126,586 11,443 ,000b
Residual 13752,794 74 185,849
1
Total 20132,553 77
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a. Dependent Variable: Return on Equity
b. Predictors: (Constant), Loan Ratio , Capital Ratio , Bank Size
Coefficientsa
Unstandardized Coefficients
Standardized 
Coefficients
Model B Std. Error Beta t Sig.
(Constant) -156,251 43,081 -3,627 ,001
Bank Size 5,417 2,011 ,399 2,693 ,009
Capital Ratio 594,571 103,730 ,741 5,732 ,000
1
Loan Ratio 71,459 25,635 ,429 2,788 ,007
a. Dependent Variable: Return on Equity
4.4 Spain 
Continuing with Spain, table 4.9 shows descriptive statistics for the variables that 
were included in the analysis. 
Table 4.9: Descriptive statistics (Spain)
N Minimum Maximum Mean Std. Deviation
Return on Assets 98 -6,56 3,70 ,5146 ,98887
Return on Equity 98 -599,56 15,17 ,8147 61,37608
Bank Size 99 10,681 14,193 12,28922 1,146508
Capital Ratio 99 -,021 ,288 ,07362 ,055065
Loan Ratio 99 ,026 ,785 ,62280 ,160342
Bank's Productivity 99 6,098 27,011 10,80377 4,318052
   It seems that the crisis affected significantly the performance of Spanish banks, 
since ROE and ROA were relatively low. However, the indices were not negative, 
something that was observed only in Greece. 
    Table 4.10 shows the results of the regression analysis where the dependent 
variable was ROA. Overall, the model was statistically significant with R=0,858, R 
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square = 0,737 (p=0,000<0,05). In this case, all the included variables (bank size, 
capital ratio, loan ratio and bank’s productivity) were significant predictors of banks’ 
profitability. 
Table 4.10: 1st regression model (Spain)
Model Summary
Model R R Square
Adjusted R 
Square
Std. Error of 
the Estimate
1 ,858a ,737 ,725 ,51840
a. Predictors: (Constant), Bank's Productivity , Loan Ratio , Bank 
Size , Capital Ratio
ANOVAa
Model
Sum of 
Squares df Mean Square F Sig.
Regression 69,859 4 17,465 64,988 ,000b
Residual 24,993 93 ,269
1
Total 94,852 97
a. Dependent Variable: Return on Assets
b. Predictors: (Constant), Bank's Productivity , Loan Ratio , Bank Size , Capital Ratio
Coefficientsa
Unstandardized Coefficients
Standardized 
Coefficients
Model B Std. Error Beta t Sig.
(Constant) -6,827 1,627 -4,196 ,000
Bank Size ,203 ,078 ,236 2,583 ,011
Capital Ratio 29,323 2,445 1,638 11,994 ,000
Loan Ratio 5,139 ,847 ,837 6,065 ,000
1
Bank's Productivity -,048 ,018 -,210 -2,649 ,009
a. Dependent Variable: Return on Assets
    In the same length, table 4.11 shows the results of the regression analysis where 
the dependent variable was ROE. The model was also overall significant with 
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R=0,635, R square = 0,404 (p=0,000<0,05). Bank size, capital ratio and loan ratio 
were the most significant determinants of banks’ profitability, whereas bank’s 
productivity was not. Similarly to Italy, robustness of the model did not change when 
bank’s productivity was removed from the analysis (see table 4.12). 
Table 4.11: 2nd regression model (Spain)
Model Summary
Model R R Square
Adjusted R 
Square
Std. Error of 
the Estimate
1 ,635a ,404 ,378 48,40865
a. Predictors: (Constant), Bank's Productivity , Loan Ratio , Bank 
Size , Capital Ratio
ANOVAa
Model
Sum of 
Squares df Mean Square F Sig.
Regression 147465,223 4 36866,306 15,732 ,000b
Residual 217935,972 93 2343,398
1
Total 365401,195 97
a. Dependent Variable: Return on Equity
b. Predictors: (Constant), Bank's Productivity , Loan Ratio , Bank Size , Capital Ratio
Coefficientsa
Unstandardized Coefficients
Standardized 
Coefficients
Model B Std. Error Beta t Sig.
(Constant) -816,004 151,941 -5,371 ,000
Bank Size 28,325 7,326 ,532 3,866 ,000
Capital Ratio 1778,941 228,302 1,601 7,792 ,000
Loan Ratio 556,016 79,122 1,460 7,027 ,000
1
Bank's Productivity -,837 1,691 -,059 -,495 ,622
a. Dependent Variable: Return on Equity
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Table 4.12: 3rd regression model (Spain)
Model Summary
Model R R Square
Adjusted R 
Square
Std. Error of 
the Estimate
1 ,634a ,402 ,383 48,21387
a. Predictors: (Constant), Loan Ratio , Bank Size , Capital Ratio
ANOVAa
Model
Sum of 
Squares df Mean Square F Sig.
Regression 146890,939 3 48963,646 21,063 ,000b
Residual 218510,256 94 2324,577
1
Total 365401,195 97
a. Dependent Variable: Return on Equity
b. Predictors: (Constant), Loan Ratio, Bank Size , Capital Ratio
Coefficientsa
Unstandardized Coefficients
Standardized 
Coefficients
Model B Std. Error Beta t Sig.
(Constant) -859,794 123,041 -6,988 ,000
Bank Size 30,484 5,862 ,572 5,200 ,000
Capital Ratio 1787,174 226,779 1,609 7,881 ,000
1
Loan Ratio 568,279 74,842 1,492 7,593 ,000
a. Dependent Variable: Return on Equity
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4.5 Integrated model (all South European countries) 
Finally, two regression models were employed, in which data from the three 
aforementioned countries were included in the analysis (Greece, Italy and Spain). 
Firstly, table 4.13 shows descriptive statistics for the integrated model. 
Table 4.13: Descriptive statistics (Spain, Greece and Italy) 
Descriptive Statistics
N Minimum Maximum Mean Std. Deviation
Return on Assets 242 -9,10 31,05 ,4169 3,28331
Return on Equity 242 -797,53 1150,09 -6,6093 140,37039
Bank Size 243 8,117 14,193 11,56485 1,513669
Capital Ratio 243 -,021 ,288 ,07793 ,045938
Loan Ratio 232 ,026 ,831 ,65397 ,132719
Bank's Productivity 243 3,734 27,011 8,90348 4,865093
Moreover, table 4.14 shows the results where the dependent variable was ROA: 
Table 4.14: 1st integrated regression model (Spain, Greece and Italy) 
Model Summary
Model R R Square
Adjusted R 
Square
Std. Error of 
the Estimate
1 ,351a ,123 ,108 1,67374
a. Predictors: (Constant), Bank's Productivity , Bank Size , Capital 
Ratio , Loan Ratio
ANOVAa
Model
Sum of 
Squares df Mean Square F Sig.
1 Regression 89,130 4 22,282 7,954 ,000b
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Residual 633,117 226 2,801
Total 722,247 230
a. Dependent Variable: Return on Assets
b. Predictors: (Constant), Bank's Productivity , Bank Size , Capital Ratio , Loan Ratio
Coefficientsa
Unstandardized Coefficients
Standardized 
Coefficients
Model B Std. Error Beta t Sig.
(Constant) -6,364 2,427 -2,622 ,009
Bank Size ,398 ,108 ,344 3,683 ,000
Capital Ratio 9,646 3,961 ,252 2,435 ,016
Loan Ratio 1,018 1,541 ,076 ,660 ,510
1
Bank's Productivity ,052 ,028 ,139 1,899 ,059
a. Dependent Variable: Return on Assets
    As shown above, the model was overall significant with R=0,351, R square = 0,123 
(p=0,000<0,05). Bank size and capital ratio were the most significant determinants of 
banks’ profitability, whereas bank’s productivity and loan ratio were not. Finally, 
table 4.15 shows the results of the regression analysis where the dependent variable 
was ROE: 
Table 4.15: 2nd integrated regression model (Spain, Greece and Italy) 
Model Summary
Model R R Square
Adjusted R 
Square
Std. Error of 
the Estimate
1 ,511a ,261 ,248 90,40900
a. Predictors: (Constant), Bank's Productivity , Bank Size , Capital 
Ratio , Loan Ratio
40
ANOVAa
Model
Sum of 
Squares df Mean Square F Sig.
Regression 653622,493 4 163405,623 19,991 ,000b
Residual 1847276,096 226 8173,788
1
Total 2500898,589 230
a. Dependent Variable: Return on Equity
b. Predictors: (Constant), Bank's Productivity , Bank Size , Capital Ratio , Loan Ratio
Coefficientsa
Unstandardized Coefficients
Standardized 
Coefficients
Model B Std. Error Beta t Sig.
(Constant) -1067,829 131,109 -8,145 ,000
Bank Size 43,162 5,835 ,634 7,397 ,000
Capital Ratio 1775,437 213,952 ,788 8,298 ,000
Loan Ratio 552,729 83,231 ,705 6,641 ,000
1
Bank's Productivity 5,456 1,489 ,247 3,665 ,000
a. Dependent Variable: Return on Equity
In this case all the used variables were significant predictors of banks’ profitability. 
Furthermore, R and R square were 0,511 and 0,261 respectively (p=0,000<0,05). 
4.6 Summary of findings 
Table 4.16 summarizes the results of all the models that were employed in this 
chapter: 
Table 4.16: Summary of Findings
Dependent 
variable ROA
R R square Overall Sig. Significant 
predictors
Greece ,619 ,383 ,000 Banks size, 
Capital Ratio, 
Loan Ratio
Italy ,617 ,381 ,000 Banks size, 
Capital Ratio, 
Loan Ratio
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Spain ,858 ,737 ,000 Banks size, 
Capital Ratio, 
Loan Ratio, 
Employee 
productivity
Integrated 
model 
,351 ,123 ,000 Banks size, 
Capital Ratio
Dependent 
variable ROE
R R square Overall Sig. Significant 
predictors
Greece ,603a ,364 ,000 Capital Ratio, 
Loan Ratio
Italy ,569 ,323 ,000 Banks size, 
Capital Ratio, 
Loan Ratio
Spain ,635 ,404 ,000 Banks size, 
Capital Ratio, 
Loan Ratio
Integrated 
model 
,511 ,261 ,000 Banks size, 
Capital Ratio, 
Loan Ratio, 
Employee 
productivity
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5. Chapter 5: Conclusions 
5.1 Conclusions 
The aim of the dissertation was to investigate the key determinants of bank 
profitability in South European Countries (Greece, Spain, and Italy) in the period of 
economic turbulence (2008-2018). 
      Firstly, the analysis of the literature showed that the profitability of banks is a 
complex issue that is determined by factors that are coming from the internal 
environment of banks (capital adequacy, interest income, loan ratio, bank size, 
liquidity, credit risk, productivity, management efficiency), as well as from 
macroeconomic features (GDP growth, inflation, tax rate, private consumption) and 
industry characteristics (degree of concentration). 
      Linking literature with empirical research, the results of the statistical analysis 
firstly showed the main determinants of banks’ profitability in south European 
economies in the period of crisis were: bank size, capital ratio, loan ratio and 
employee productivity. From these four factors the impact of bank size, capital ratio 
and loan ration on bank profitability is stronger compared to employee productivity, 
and this stands for Greece, Italy and Spain as well. Authors such as Obamuyi (2013), 
Garcia & Guerreiro (2016), Dietrich & Wanzenried (2011), Alexiou and Sofoklis 
(2009), Căpraru & Ihnatov (2014), and Menicucci & Paolucci (2016) also highlighted 
the crucial role that bank size, capital ratio and loan ratio play in the profitability of 
banking institutions, calling bank managers to consider the critical importance of 
these indices. On the other hand, the importance of employee productivity was 
underlined by Alexiou and Sofoklis (2009) and Athanasoglou, Brissimis & Delis 
(2008).
       The crisis affected more severely the profitability of Greek banks, whereas banks 
in Italy and Spain managed to retain their profitability in relatively controllable 
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levels.  In the same length, the economies of Italy and Spain were more stable 
compared to Greece and for that reason the effect of crisis in their overall 
performance was weaker. 
    In terms of research methodology, ROA is the most appropriate variable for 
measuring profitability of banks, since the models in which ROA was the dependent 
variable exhibited higher levels of robustness. 
   In conclusion, the recent crisis influenced significantly the performance of the 
banking industry, as well as of the overall economy of the South European countries. 
The consequences were more severe for Greece that still tries to recover from the 
recession, seeking for stability in the financial sector. Internal factors such as capital 
ratio, loan ratio and size of the financial institution should be taken under 
consideration in eras of turbulence for eliminating the effects of crisis in the financial 
performance of banking institutions. 
5.2 Suggestions for further research 
Suggestions for further research include the following points: 
 Since the current paper was based exclusively in South European countries, 
future studies can measure the effects of crisis in the banking sectors of 
North European economies. 
 Other papers can use also primary data and more specifically hand out 
questionnaires in bank managers and consultants for examining their views 
towards the impact of crisis. 
 Future studies can use more complex econometric models, for examining the 
discussed subject in greater depth. 
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Appendixes 
Features of Secondary Data
Characteristic Secondary data
Structure Specifications and research design tend to be 
apparent
Availability Tend to have regular updates
Sources Generated in-house and from organizations with 
research prowess
Data type Tend to be quantitative; many issues need 
qualitative interpretation 
Source credibility Tend to be from reputable and trustworthy 
research sources
Terms of reference Tend to have clear definitions of what is being 
measured
Analysis Mostly conventional quantitative techniques 
Ethics In-company data gathering may be covered by data 
protection acts; externally generated data may be 
covered by research codes of conduct 
Source: Malhotra and Bricks, 2006, p. 85
